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Dear S i r  o r  Madam: 

We have considered your app l i ca t ion  f o r  exemption from Federal inoomc 
t a x  undor t h e  provisions of s ec t ion  5 0 t ( c ) ( 8 )  of the I n t e r n a l  Revenue Code 

-of 1954. 

You a r e  an  nonprofit  corporat ion,  inaorporated on . 
The Ar t i c l e s  of Incorporat ion s t a t e  t h a t  your purposes a r e  t o  form a uni ted 
f r o n t  for  t he  p r e s e r v - t i o n  of t he  idea ln  of t r ade  unionism, t o  pro teo t ,  
preserve and improve the soc i a l  and eccnanic s t a t u a  of r e t i r e e s ;  t o  c r e a t e  
8 c lose r  fc;lowship between a l l  r e t i r e d  teamstera; t o  safeguard, advencte 
and pro~[loto the r i g h t s  and i n t e r e a t s  of retirees, by -eduoational and o the r  
s t a t e s  a c t i v i t i e s ;  t o  engage i n  c u l t u r a l ,  a ivior  legislative, f r a t e r n a l ,  
cduca t i o n a l  , cha r i t ab l e ,  welfare ,  nociaJ., and other  a a t i v i t i e s  which 
f u r t h e r  tho i n t e r e s t s  of your organizat ion and i t a  membarsbip d i reo t? ,y  or  
i n c l r e c t l y ;  and t o  provide f i n l n c i a l  and moral aaa is tanae  t o  o the r  
organiza t ions  o r  o the r  bodies having purposes snd o b j g a t i v e ~  s i m i l a r  o r  
r e l a t e d  t.o those of your organization. 

Ycur By-laws s t a t e  t h a t  you a r e  .no t  a p a r t  of  
. Your only r e l a t i onsh ip  is ' t h a t  your membership 

i s  composed of r e t i r e d  teamatars, t h e i r  spousos and surviving SPOUF 5s. 

You s t a t o d  t h a t  you wore formed i n  order  f o r  your members t o  n ~ e t *  
f e rn  c lose r  f r iendship3  and receive information r e l a t i n g  t o  ret i rement .  
You w i l l  purchase group hosp i t a l i za t ion  and l i f e  insuranoe - f o r  your members 
and provide cha r i t ab l e ,  welfare  and o thor  s o c i a l  a a t i v i t i e s .  

You w i l l  be f i nanc ia l ly  supported by membership' f e e s  and var ious  fund- 
r a i s i n g  a c t i v i t i e s  which include selling caps, j acke ts  end cookboks  and 
s o c i a l  a c t i v i t i e s  f o r  your members. Expenditurea w i l l  be made ;'or bene f i t s  
t o  your members and miscellaneous expenses f o r  opera t ing  your organizat ion.  

L ' 
/ 
i Sect ion 5 0 1 ( c ) ( 8 )  of the Code provides exempt s t a t u s  f o r  f r a t e r n a l  

,i beneficiary s o c i e t i e s ,  o rders ,  o r  a s soc i a t ions  opera t ing  under t he  lodge 
system o r  f o r  the exclusive benef i t  of the memhers of: a f r a t e r n i t y  I t s e l f  
opera t ing  under the  lodge system and providing f o r  thb paymont of l i f e *  
s i c k ,  acc ident ,  o r  o the r  bene f i t s  t o  t he  membrs of Such s o c i e t y *  o rde r ,  o r  
a s soc i a t ion  or  t h e i r  dependents. 

, , 
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Section 1.501(0) u'T-l(a) of the  Inoane Tax  ReiylaUons provides t h a t  a 
f r a t e r n a l  benefioiary aooietp i s  exempt tram tax only i f  operated under 
the  "lodge s y a t a W  or f o r  the  exolus iv t  benef i t  of t he  members so 
operating. "Operating undor the lodge a p s t m w  mama aarrying on its 
a c t i v i t i e s  under a form of organization t h a t  a m p r i s e s  l o a a l  branahea, 
chartered by a parent organization and largely  ae l i -goverrdq,  aa l l ed  
lodges, chapters,  o r  the  l ike .  I n  order t o  be e%#hpt it is a l s o  
necessary tha t  the  aooiety have 3n ~ s t a b l i s h e d  qlrtem f o r  the payment t o  
i t s  msmbera o r  t h e i r  dependent8 of l i f e ,  &ok, a q h d e n t ,  o r  o the r  
benefi ts .  / , 

In Phiiadelphia & Reading Relief Aasooiation, 4 B, T. A. 713 a t  
725 ( 1926 1, it  waa determined tha t  a voluntary unfn~orpor r t ed  a s ~ o o i a t i o n  
composed of employeen of a r a l l r o a d  m p a n y ,  not 'brgaaized f o r  fratel-nal  
purposes, having nnither  lodges , r i t u a l  asr&moqal B o r  regalia* owing nc~ 
allegiarice t o  any o ther  authori ty o r  jur isd ia t ioa ,  and whom membern a r e  
engaged i n  numerous hnd diverse vooationa, though m p l o p e a  of a canmon 
employer, i s  not a f r a t e rna l  b ~ n e f i o i a t y  aaaooiaUon operating under thq 
lodge system. The oourf noted t h a t  the  asaoaiab$onfs mmberahip 
consisted of individuals  whoae vooatiom warb'as iqmeroua end dlverae aa 
the c l a s s i f i w t i o n a  of jobs of a ra i l road  oaa~p~nyt  t h a t  membership was 
open t o  a l l  employees of the  ampany* t h a t  the  only motive f o r  the  
existonce of the assoaiat ion waa a meroenary one [ t o  provide tmurenoe 
 benefit^). 

In Polish Army Veterans Post 147, 24 T.C. 841 (1955)* a l f l d .  236* 
F.2d (3rd C i r .  1956), i t  was held t h a t  an orgar@$ation oannot be classed 
as f r a t e rna l  where t h s  only oommn bond between the  majority of t h e  
members i u  t h e i r  memberahip i n  t h a t  organieatioq$ 

\ I ' :  

I n  Nation Union - V. Marlow* 74 F. 775 (8th Ci,p. B 18%) s a frat;ernal 
benefic181 soaie ty  was defined as :  

. . . one whose mombsra have adopted the samal,or very s imi la r*  
a a l l i n g *  avocation: o r  profession* o r  who a r e  wob~ing i n  unison t o  
acoomplish some worthy objeot,  and who f o r  t h a t  reaaon have banded 
themselves together a s  an associa t ion  o r  aooiety t a  a i d  and a s s i a t  one 
anather* and t o  promote the  oommon oauss. The term " f ra te rna lR  oan 
properly be applied t o  suoh an ansooiatic:.. f o r  h e  reaaon t h a t  the  
p u r s u i t  of a common objsotr oa l l ing* o r  profession usually ha8 a tendenay 
t o  crea te  a brotherly fee l ing  among thoae who a r e  thua engaged.. . 

A s  indicated i n  the above a i t a t i o n s ,  the  i n t e n t i o n  t o  operate under 
the lodge systdm is  insuff ic ient .  An organization is opera t in8  under the  
lodge system only when the  parent and local  orgaatzat ions a r e  aotive. 
Your membership i s  composed of r e t i r e d  t ewte r l l r .  The Teamstera* whioh i a  
a labor union, i s  compriaed of members who have iyarious oooupa t ion~  suoh 
a s  t ruck dr ivers ,  o f f i ce  workera* eto. and do qot have anything i n  
common except t h e i r  membership i n  the  union, Y&P organizat ion oannot be 
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c l a s s i f i e d  a s  a f r a t e r n a l  sooiety operating undgr the  lodge syatean 
because the  only canmon bond hetwsen the  m a ~ o r i t g  of t he  members i s  t h e i r  
membership i n  the  Teamstera union. You a r e  notfoperated under t h e  lodge 
aystem beaause you do not aarry on a o t i v i t i e s  under a form of 
organizat ion t h a t  aomprisea looal  branahan, ahabtered by a parent  
organizat ion and la rge ly  self-governing, oaIled"lodges, ohaptera,  o r  the  
l i ke .  . 

-' Revenue Ruling 73-192, 1973-C.B. 224 held t h a t  an organiza t ion  not  
op&ating under the lodge system, whose s o l e  a o t i v i t y  l a  t o  provide l i f e ,  
s i ck ,  and accident  bene f i t s  exalusively f o r  members of a f r a t e r n a l  
beneficiary soc ie ty  o p r a t i n g  under the  lodge syatem, may q u a l i f y  f o r  
exemption under sea t ion  501(0)(8)  of the  Code. 

Unlike the organization i n  t h e  revenue ru l ing ,  you a r e  not  providing 
bene f i t s  f o r  members of a f r a t e r n a l  benef i o i a r y  aooiety which is 
opera t ing  under the lodge system. 

:i 

Accordingly, we have datermined t h a t  you a r e , n o t  described i n  
sec t ion  501 ( a )  ( 8 )  of the Code and propose t o  de# your appl iaa t ion  f o r  
recognit ion of exemption under aeot ion 501 ( a )  (8;) ,'bf t he  Code. 

Cansideration was given t o  obtaining exemption under o t h e r  
subsect ions of 501ia) of t h e  Code and you  do not  qual i fy  under any other  
subesction, 

As your organizat ion has not  eatabl iahed exmpt ion  from Federal 
income tax ,  i t  w i l l  be neaesaary f o r  you t o  P i l e  a n  annual income t a x  
re turn  on Form 1120. 

I f  you a r e  i n  agreement with our proposed denial, please s i g n  and 
r e t u r n  the enclosed Form 6018, Consent t o  Props:led Adverse Aotion. 

I /  
You have the  r i g h t  t o  p ro te s t  t h i n  p r o p o a e & , d s , ~ n ~ t i o n  i f  you 

bel ieve t h a t  i t  i s  incorreot .  To pro tea t ,  you should subn i t  a wr i t t en  
appeal giving the  f a c t a ,  law, and any o the r  information t o  support your 
pos i t ion  ao explained i n  the enoloaad Publioation 892 (Rev. 7-83), 
llExempt Organization Appeal Proc.,dwes for Unag$eed Issueaw, The appeal 
must be s u h i t t e d  within 30 days frm the  da te  pf t h i s  l e t t e r  and must be 
sjgned by one of your pr ina ipa l  o f f i ce r s .  You ney request  a hearing w i t h  
a member of the  o f f i s e  of the  Regional Direotor of Appeal8  hen you f i l e  
your sppeal.  I f  a hearing i a  requested, yon w i l l  be aontacted t o  arrange 
a da te  f o r  it. The hearing may be held a t  the Regional Offiae, o r ,  i f  
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you reques t ,  a t  any mutually a ~ n v e n l e n t  D i a t r i a t  Offioe. If you a r e  t o  
be represented by _domeone who i a  no t  one of your prinoipal! o f f i c e r s ,  he  
must f i l e  a prope; powep of  a t t o rney  and otherwise q u l i f ' y  under our 
Conference and Praot ioe Rsquiramenta a a  set f o r t h  i n  aeo t ion  '31.502 of  
the  S t a t enen t  of Procedural Rulea. See Treasury Departnrent ( *aular NO. 
230. 

I f  we do not  hea r  f r a n  you wi th in  t h e  time specified, t h i s  w i l l  
become our  f i n a l  determination. 

S inse re ly  youra, 

 
 

  
3 i a t r i a t  Direotor  

Enclosures 2 




